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Abstract
The dissertation concentrates on the pharmaceutical procurements conducted in Guang-
dong province during the period from 2007-2011. The research topics are bidding be-
havior and entry decisions. Due to changes in tendering systems, the thesis will discuss
the research questions in separate periods. The first study covers the period from 2007
and 2009. The bidding patterns are examined in the presence of sample selection. The
second and third studies scrutinize procurement in 2011 with a focus on decision-making
in bidding.
The first study analyzes the determinants of bidding behavior in the presence of
sample selection. Bidding patterns between different groups are also examined. Price
differentials are further decomposed to explain factors that account for the gap. We find
that the level of competition and winning experiences induce manufacturers to behave
aggressively and make lower bids. Moreover, bidders in a less competitive group are
less sensitive to the number of potential bidders and the experience of past wins. The
decomposition results indicate that the characteristics of bidders are not the main driver
for the large price differentials between those groups.
The second study aims to investigate the two-stage decision-making process in 2011
when quality evaluation was introduced. Winning decisions rely on the total scores
of price offers and quantified attributes. Bidders behave in accordance with the new
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changes of bidding rules. Unlike their behavior for procurements without quality eval-
uations, bidders may become more strategic if they had information on quality scores
and participants in the same group. The research questions will revolve around whether
to submit bids and the prices to offer. Bid submissions are firstly measured with a
simple binary choice model. Extended analysis that accounts for heterogeneous effects
of covariates on the decision-making is conducted. Combined with participation, the
determinants of price offers are also investigated. In view of possible corner solutions,
the double-hurdle model is applied. Comparison of the estimates shows that all the
approaches provide support for each other and the results are consistent.
The third study extends the analysis of participation decisions via a multilevel ap-
proach. Given the non-hierarchical data structure, multiple membership models and
related methods are applied to take account of group and region effects on the outcome
of interest. The results suggest that variations at drug-level and region-level are sig-
nificant. The estimation would be biased if non-hierarchical data structure is ignored.
The estimation supports the results of the second study. The sensitivity analysis indi-
cates that using different weighting patterns does not dramatically influence estimates
of bidder-level. Instead, the effects of drug groups and regions on bidders change if
different weighting schemes are applied.
To sum up, this dissertation addresses the research question of how bidding behavior
is affected under different bidding systems. Given the changes in bidding procedures
and selection criteria, we have explored this question from different angles.
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